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E.O. 11652: N/A 

TAGS: EFIN, EGEN, OECD 

SUBJECT: MARRIS VISIT: ECONOMIC GROWTH AND POSITIVE AD- 
JUSTMENT POLICIES 

1 . STEPHEN MARRIS, ECONOMIC ADVISOR TO OECD SECGEN MET 

ON APRIL 26 IN WASHINGTON WITH UNDER SECRETARY COOPER, CEA 
CHAIRMAN SCHULTZE, SPECIAL ADVISOR TO PRESIDENT ON SUMMIT 
AFEAIRS OWEN AND OTHERS. MAIN TOPICS OF DISCUSSION WERE 
(A) MACRO-ECONOMIC OUTLOOK AND (B) PACKAGING OF POSITIVE 
ADJUSTMENT ISSUES FOR JUNE 14/15 OECD MINISTERIAL. 

DISCUSSIONS WERE VIRTUALLY IDENTICAL AT ALL MEETINGS, WITH 
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DIFEERENCES ON EMPHASIS. MARRIS RECEIVED GENERAL SUPPORT 
ON THE SUBSTANTIVE ELEMENTS OF HIS PRESENTATION. PROCEDURAL 
MODALITIES REMAIN OPEN FOR LATER DECISION. 

2. ON GROWTH OUTLOOK, MARRIS REPORTED THAT FIGURES EROM 
THE OECD MODEL, REVISED TO TAKE INTO ACCOUNT COMMENTS OF 
LAST WP-2, WERE DISTRESSINGLY LOW. TABLES LEFT WITH U.S. 
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PARTICIPANTS REVEAL THAT THE OECD ESTIMATE EOR 1978 GROWTH 
OF GERMAN GNP WILL NOT EXCEED 3 PERCENT; UK 2.5 PERCENT; 
FRANCE 3.3 PERCENT; U.S. 4 PERCENT. SCHULTZE INFORMED 
MARRIS THAT THE OECD FIGURE FOR THE U.S. APPEARS PESSI- 
MISTIC COMPARED TO THE MOST RECENT U.S. ESTIMATE. THE OVER- 
ALL GROWTH FIGURE FOR THE OECD AS A WHOLE (2.8 PERCENT) IS 
WITHIN PLAUSIBLE RANGE OF U.S. EXPECTATIONS. 

3. HAVING SET THE STAGE FOR A PRESENTATION OF HIS VIEWS 
ON POSITIVE ADJUSTMENT POLICIES, MARRIS SAID A RECENT 
SECRETARIAT STUDY OF SEVEN OECD MEMBERS REVEALS DIS- 
TURBING EVIDENCE THAT EXTENSIVE SUBSIDIES AND OTHER 
DEPARTURES FROM THE LIBERAL TRADE STRUCTURE WHICH HAS 
BEEN THE ENGINE OF POST-WAR GROWTH ARE BECOMING ENTRENCHED 
IN THE SYSTEM. THE RECENT BILDERBERG CONFERENCE ILLUS- 
TRATED THE DEGREE TO WHICH GROWTH PESSIMISM HAS PERMEATED 
EUROPEAN THINKING. MARRIS ASSERTED THAT HE IS ALMOST 
ALONE AMONG OECD STAFF AS BELIEVER IN GROWTH. STUDIES 
SHOW THAT DESPITE COMPARATIVELY HIGH RECENT GROWTH IN LDC 
EXPORTS COMPARED TO DC EXPORT GROWTH, BASE IS SMALL AND 
REAL THREAT IS SPECIOUS. BUT FEW SEEM TO HAVE STUDIED THE 
FACTS. POLICY DECISIONS ARE BEING MADE ON THE BASIS OF 
SPURIOUS IMPRESSIONS RISKING DETERIORATION INTO PANIC 
PROTECTIONISM. 

4. POSITIVE ADJUSTMENT PAPER WAS WRITTEN TO DETAIL 
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PROGRAM FOR CONVERTING CREEPING SUBSIDIES AND OTHER 
PROTECTIONIST MEASURES INTO TIME-LIMITED ACTIONS WITH 
ACTIVE PHASE-OUT PROVISIONS. INTENTION WOULD BE TO CREATE 
INITIATIVE TO RESTORE COMPETETIVE CONDITIONS THROUGHOUT 
OECD AREA. MARRIS SAID HE HAD FOUND STRONG SUPPORT IN 
GERMANY, AND VARYING DEGREES OF UNDERSTANDING IN FRANCE, 

UK AND ELSEWHERE. TAKING U.S. SUBSTANTIVE SUPPORT FOR 
GRANTED, BASED ON LAST XCSS MEETING, HE HAD LEFT U.S. TRIP 
UNTIL LAST. HE ASKED FOR COMMENTS ON XCSS PAPER BY HIS 
RETURN FROM MEXICO NEXT WEEK. MARRIS' AIM WAS TO HAVE A 
DRAFT ON MAY 8 OF WHAT MIGHT BE CONSIDERED BY MINISTERS. 

THIS WOULD THEN BE CIRCULATED FOR STUDY BY GOVERNMENTS 
IN TIME TO CONVENE AD HOC GROUP TO MEET SIMULTANEOUSLY WITH 
AND PAR ALT .EL TO MAY 29-30 EPC. SECRETARIAT HOPE IS THAT 
TAKING INTO ACCOUNT VIEWS OF INTERESTED AGENCIES, PAPER 
COULD BE ACCEPTED BY MINISTERS ON JUNE 14-15, PROVIDING A 
SOLID BASE FOR FOLLOW-UP WORK. 

5. WASHINGTON PARTICIPANTS STRONGLY SUPPORTED SUBSTANTIVE 
THINKING BEHIND SECRETARIAT INITIATIVE, EXPRESSED SOME 
DOUBT THAT GOVERNMENTS WOULD BE ABLE TO APPROVE AN 
AMBITIOUS PAPER IN TIME REMAINING BEFORE MINISTERIAL. 
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COOPER ENCOURAGED MARRIS TO TRY TO OBTAIN APPROVAL OP 
AS STRONG A STATEMENT AS POSSIBLE FOR MINISTERIAL. 

VANCE 
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